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The asset management 1Asdsuestt rrnya nasg el mer ng AnalystinFinancial sl e x .
also known as investment manageaeead mjp ECOnomics or a
that manage money for a fee with the o0WwWin
The moklhown product these ¢compaMany tc inve
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passive investment style; and (4) the expansion of
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financial autahertt managtsaht a ptobdmmgheama ebrinn a nci al sta
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risk of fiBancsdshelraxgwe al dvemtnetr abndic¢aowmbed tbaei nob
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T Whether regulation of the as s ecatc cneasnsa gaenndemmtrt @itinddcut sito1
invesh®risnvestor protection concerns domrtiewa toen fimm
Pi vate funds arabhighecerwmpdotfiambdbaoareetarto public f unc
di scussmoast of perqoutaelc taiapone sastnmdteant opportunities.

T The impact of famatnlcd ailndwscthmy,l oagnyd whet her the <cu
taddntdhsese new.tidhcalmncodladgiiensnovation 1snagememt’s gmalus
devel opment podndyi andreaxztgghttiengxdemat¢o which th
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Introduction

The asset management lienxd ussytsrtye no pweirtahtsesse hiyn cao ncpoommp
managementhesompamagopr pr-oplubklti c ategdbs iaeamsd privat
Additionalliynt ear mendmbadkerriawsf i nvest ment advisers and
distribution channels, safeguards, Menadr lot her es s
h &1, or 44. 8%, of all u. S. h o hWheehno 1odpse roawtni nsgo maes f ¢
expected, the industry functions to pool assets,
information, and protect investors.

As stath a ge me nt —& bungp famrardendv etsohammeang e me nt, cmompeayn i € s

manageamsedsygvest meate faaldke c tvieshadtchlaetsep d anle nhoney fr
variomws wirduals i nvest camidoveshbdhfadffi nametitadns .
Th Secdr Emnggles Commi s si on (rSeEgCul aitso rt hoef ptrhiemaarsys e t

n
r
e
managemenfThendas hr gyt atutes that goavtertnhe hfee daesrsaclt
leval It hidreve st ment Compailég/ 68)Henok st mebdt( Advi ser s
1 94P0. 1(67 6)& hSee c uAict i o 1 92323) ,¢ Bfeald u r7i3t i es Exchange /
1934 (29L). 73

Publ i c afidnagrsei vdaitset i ngui shed by the tampdsbypyf i1inve
the regulationPapmbddoseld @ Mmheéema-ltrfideds fuadshange
(ETFs 9 leonsde df und s , and (bl fgkendveotmddmptnatese oy s b b d

all *Pyposatarlef mithod et sophisticate@dinaisvidwalipnal
i nve,s ttohus SUhLey DWaHindeX QiGyipnepsr iovfa saerheE dgd funds, vent u
capit aanpffrumdsn’e t y

The fiorfsitts pmaeport provides an overview of the as
r e gulAlttihoonh.g h e g lse ndoe fsiimmi t i on for the sindustry, t
public ainndv epsftimmeanste and t he industry ¢Phmponents th
r e paolrstlo]l uss tsroamtédee o f s dketyr y i s k t breepgouskuartdeeset nagnnde d
isclose, monitor, and mitigate them.

d
The secofnhdi paradaport tcroennsdpsa karnsdy c g s(elm)t , wh entcH eurd i n g
t he asset manaafgfeencetnst tihned ufgithmreayndn iatle & t Sithatlea sty (02X)

1 SeePublic Fundssection of this report for more details on public funds. For household holdings of public funds, see
Investment Company Institut2019 Investment Company Fact Boaithttps://www.ici.org/pdf/2019_factbook.pdf

While an investment company could manfundde imubidspl asfudnds, i
interchangeably to describe an investment management company. For this report, unless noted otherwise, funds are also

referred to as investment companies. PelJ.S.C. 880a3(a)(1) the legal definition oinvestment comparng any

issuer“which— (A) is or holds itself out as being engaged primarily, or proposes to engage primarily, in the business

of investing, reinvesting, or trading in securities; @gngaged oproposes to engage in the business of issuing face

amount certificates of the installment type, or has been engaged in such business and has any such certificate

outstanding; or (Cis engaged or proposes to engage in the business of investing, reinwestiimg, holding, or

trading in securities, and owns or proposes to acquire investment securities having a value exceeding 40 per centum of

b}

the value of such issuer’s total assets (exclusis’ve of Gove
3 SeePublic Fundssection of this report for more details.

4 These institutional and retail investors are more sophisticated and higher net worth clients who are perceived as better
positioned to understand and tolerate risks.

5 SeePrivate Fundssection of this report for more details.

6 Pension funds and insurance companies also manage assets; however, because they serve different functions and are
not regulated by the Securities and Exchange Commission (SEC), they are beyond the scopoftthis
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egulatien mintlkgemansg industry provides sufficie
ho invest money in the industry;iamidem Bt)het he i n
ndustry, and whether the currenttherseegunleawt ory fra
echnol ogies.

e—r._‘.gﬁ

— 7 eee®dZee

The asset manngemengpleyi acdodnscienngt crta tsetdat i st ics diffe
dependnnghebstoummdaeastry 7t epsorS5t0 0o nl atrhgee swto ralsds et ma n
indicates t.h%.t ashsecetl amagmeasge Us (i1 . e.a,nktilnegs e wi t hi
managed around $50 'ThelltbpnliDnUaSsetassen MAhTdger
trillion in assets -aamde2/(Dlh®H(@ge ment as of year

Table 1.Top 10 U.S.Asset Managers, Ranked by Assets Under Management
(as of December 31, 20}7

Assets Under Management

Rank Asset Manager ($ Trillions)
1 BlackRock 6.3
2 Vanguard Group 4.9
3 State Street Global 2.8
4 Fidelity Investments 2.4
5 J.P. Morgan Chase 2.0
6 Bank of New York Mellon 1.9
7 Capital Group 1.8
8 Goldman Sachs Group 15
9 Prudential Financial 14
10 Northern Trust AssetManagement 1.2
Top 10 Total 26.2

Source: CRS based odata fromWillis Towers Watson/'Thinking Ahead Institute 500 afrREnsions &
Investments

The i nsduasststeyy s are measured by assets under mana,
grossrafsesettso theoessvsmenf bays tchtNseds aet evimalnugeg d 61t «
ofhssets minlU.sS ¢clgiasbtielrietd eisn ¢ ¢“p © mk n €h eflodngpw2nl . 4
trinllimototal néfProvasee¢sfusdeode@PDilBheaby nhppiaal
househo$8s7ihtldn in tdttali 1ddtoana sien® tAReNale8@b & 1l

7 CRS calculated this approximation by multiplying the 53.2% of assets under U.S. management (page 11) with the
$93.8 trillion (page 4) of total discretionary assets under management of the 500 managers included in the report. The
$50 trillion assets undenanagement does not include assets of smaller funds that are outside of the top 500 list. Willis
Towers Watson7 KH :RUOG TV /DUJHVW , atht$ps: MW thinRiqyandatliintitute.org/
/media/Pdf/TAl/Researchdeas/TAI_PI_500_2018_formatted.pdf

8 Net assets equal total assets minus total liabilities, and is different than assets under management. For more data, see
Investment Compay Institute, A Review of Trends and Activit20l8s in the Inve
Investment Company Fact Boalthttps://www.ici.org/pdf/2019_factbook.pdf

9 SEC,Private Funds StatisticiNovember 13, 2018, attps://www.sec.gov/divisions/investment/privditmds
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In addition, ot her mar kdeeta lhearbisg,o med i $3 i Estr ishikhon
of second Quarter 2018.

Typessoéh AMgent Companies

Ma ntyypes of moesmtetc amapidsgtede her, the different type
management companies are subj.ldts stcd i dinf tha rgehd ti grhe
ma jtoyrpe s mafnaagement,iaechpabhegs funds, private fun.

fons of asset management

PubFinrds

Public funds arecpeesl ¢ tmotnnfgeosnmh me nwti dvaesviteiar s ety o f
and invesih shoeckhone ponds., TahnKh-vatrfee st seedrinvestn
companiaas toplelnstituti onwtbomrhd pedbhiodéd SIXEOLka me

f unAlsss.et hol di n gesx poefr ipeunbcleidc sfiugnndisf i cant growth i
OLIXYKHt seenar 2WplIBiucnds managedt#moddée iomann$2bsets,
behalf of moreSthanilFOnmebtbon. U

Figure 1. Selected Public Funds Net AssetValue
($ Trillions, Not Inflation Adjustedl

25
1999 2018
20 Mutual Funds 6.8 17.7
ETFs 0.0 3.4
15
10
5
0

TP R Sy PR H o N HOH DN L LY W e e AN D
o d oy
A AP NE 1@‘{9 AP AP AF TS DDA D S
H Mutual Funds ™ Closed-end Funds # Exchange-Traded Funds B Unit Investment Trusts

Source: CRS based on data from Investment Company Institute and Strategic Insight Simfund.

Notes: Mutual fund data exclude mutual funds that investarily in other mutual fund<losedend fund data
indude preferred share classdsTF data include ETFs not registered under the Investment Company Act of
1940 and exclude ETFs that primarily invest in other ETFs. Data are for investment companies that report
statistical informatiorto the Investment Company Institute.

Thfour baspuwbltiyp efswtmoudasl f venndidbu,nedesb b aggeded funds,
and unit investment trusts

statistics/privatdundsstatistics2018.q1.pdf

10 Boardof Governors of the Federal Reserwaancial Stability ReportNovember 2018, at
https://lwww.federalreserve.gov/publications/files/finansiglbility-report201811. pdf

1 nvestment Company Institut2)19 Investment Company Fact Bpathttps://www.ici.org/pdf/2019_factbook.pdf
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7e7Set—ece

Mutual fhrdmoastepvdaledd umwadIhmyalbea wlolpeiednl e
endeds, fuamflerhreiomg ithnomous o.f fMutimagb o6ff dhmdvseornas 1 i mi t
the nusnbarewafitshs®dyheh ar ect made shec b a nhgednsn.veWt or s
need tt dtrtheex in vpeosstisgteindtne gnéseh aate snet 4 NA¥) value
S5SHGHPSWALR® selling muh 4 mdlsch.ebsaec ktfeecohtntificeasl ] udi n g
NAV and radempt o, coddmpxlta mdfcei s k fRe g molrayo 1 s

and Risk FMiatmiegvsotr kst dmes o & r t

o~w20_oi_oce

A closéddfund is a publiclysethded 1 nmeséedenttmbem
rathercdédhtai nuous.l yCleoisfdedf iumgl tsthemes are not redeece
cannot be retuNAMub ttohetyhiemrfanmtedr Fdardimdasy omsr ket
caenxit -ecnld sfeghnudysi ng ehasebtibngtie exchange

i E‘'S—oBeZA—dpe

ETFsr e pooled 1 nvecsotmbei nnte vibeohtnthctlrueasd tdhftantd m dand c 1 os
f unUEsT.Fosf fer investors a twaa yfwtinodhp ocooln tti menioru smosnheayr e

of ferhat £antm aedxeclhiaknegge™ st ock

— et VYZoee—Zzoo®l U

Ul Tsnvest money 71 ais eaonfteri anm marbyl iicn wefsftearsngi o n a
portfolio of stocks, bonds, or othemndevesat ments

trust or s1imilar structure that 1 ssues redeemabl
a unit of spcified securities.

PriviFahds

Private ifau mdisert wveassttme ntt hapepane es hr ofu gehm retxacinmp t i o n
SE€e gul®Ptriomte f amdakletderren aatlisviRe li mtviewd meam t publ i c

12 SEC, Office of Investor Education and Advocaleyjtual Funds ad ETFs A Guide for InvestorsSEC Pub. 182,
December 2016, &ittps://www.sec.gov/investor/pubs/sgaideto-mutuatfunds.pdf

BNet asset value i usnetliabiliti€suFordnore details on mutsiad fandss seenSEG, Fast
An s weMutial Fufids ” httpst//www.sec.gov/fasinswers/answersmutfundhtm.html

14 Primary market refers to the market where securities are created. Secondary market refers teteharark
existing securities are bought and sold.

’SEC,“ Fa s t AiosedbEnd Fund Information > httpst//www.sec.gov/fasinswers/answersmfclosehtm.html
16 For more information, seBRS Report R4531&xchangeTraded Funds (ETFs): Issues for CongrdssEva Su
and SEC, ¢ FExchangelkaded Funds{ETFs)” httpst//www.sec.gov/fasainswers/answersetfhtm.html

17 The vast majority of ETFs are organized as eped funds, but some of the earliest ETFs were organized as UITs.
Although small in numbers, these UITs represent a significant amount of assets. For easuwipfeatend 2017, the
eight existing UIT ETF#eld total assets of $379 billion, representing 11% of the ETF industry. ®Gspdule,
“ExchangeTraded Funds” J un e Dtps://wawisécov/rutes/proposed/201843%H15. pdf

BFor more infor mat i onUnitlnvestnensTEuSts (UITS) ahitpst//mavw.sew.gov/fast
answers/answersuithtm.html

198202(a)(29) of the Advisers Act definesaptiva fund as “an issuer that would be an
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privattee nftluankdési @t e a ntdhiesyke, s unbojreec vt ¢ $ bare s a.destsi ons
Pr i v adtser ef uanv aoinlhdyb Ine t € d qnuuanibiefri epdf tihnuvse stthoer sn a me pr
f ua®d

As Doefc e @Welp8r,i vat e f utnrdisl lhieml ¢ 0% & 1 7 nterti lalsisoent si na ngdr o
assets undeDLIXYMBEgamensSEfCi rst available private
t he f i rosft 2q0mllBeotuart h M h8 t erho fpr igrasmer d unklanm ndus't
6 0% prilneadi iblyy e ps evaia e qui t%T haen dr uhleedstg leg of vuenrdnsi.n g
funds were estabhhieshend nd s Cpanp t) shylStAuenkee alt guke t h@ 4
draftefformeawrthe riaseaahéFoevnpentfandsfund
landgbhapeqe e s triecognast d i wg trheegu bavt ghtn t o. be updated

Figure 2. Selected Private Funds Net Asset Value
($ Billions)

2018Q4

201803 o e e

2018Q1

2017Q4

2017Q3

2017Q2

2017Q1

o

500 1,000 1,500 2,000 2,500 3,000 3,500 4,000 4,500

Venture Capital Fund & Private Equity Fund ™ Hedge Fund

Source: CRS based on data from SH&®jvate Funds Statistldy 23, 2019
Note: As reported in SEC Form PF, Question 9. The fund types are not mutually exclusive.

defined in section 3 of the Investment Company Act of 1940 (15 U.S.€380mt for section 3(c)(1) or 3(c)(7) of
that Act.?”

20 A private fund is any issuer whose outstanding securities agditially owned by not more than 100 persons, or, in
the case of a qualifying venture capital fund, 250 persons, and which is not making and does not presently propose to
make a public offering of its securities, among other conditions.

2L SEC, Divisionofl nve st ment Ma na g e mePrivate FandsaStatistic§auithcCalen@af Quartere ,

2018, July 23, 2019, attps://www.sec.godivisions/investment/privatbindsstatistics/privatdundsstatistics2018

q4.pdf

22 private funds grev89% or 63%, as measured by percentage increases in gross asset value and net asset value, for

periods between first quarter 2013 (the inception optheate fund statistics) and fourth quarter of 2018. For more

details, se€ E C, Division of 1Invest me PrivateMands StatisticsaurthCalendan a [ yt i ¢s Of f
Quarter 2018, July 23, 2019, tatps://www.sec.gov/divisions/investment/privditeds statistics/privatdunds

statistics2018qg4.pdf and SEC, Division of Investment Marg e me nt * s A nPsiVate Funds Stati§ii€sf i c e ,

Fourth Calendar Quarter 2014, December 30, 2015 p hipat//www.sec.gov/divisins/investment/privatiunds
statistics/privatdundsstatistics2014-q4.pdf

23 Allen Ferrelland John DMorley, New Special Study of the Securities Markets: Institutional IntermediXiddes
Law & Economics Research Paper. 58Q July 19, 2017at https://ssrn.com/abstract=3005542
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Theaimm types of private funds include hedge fund
and famibuy dfhfeisce sf umult v ylpley* Swomel mwsieve .he term pr i
equity i ntaesr cahaadndgtegalbriaye s cr i be al l ®Flyipse sr eopfo ptr i va
uses the terminology set forth by the SEC in its

Among all onfajporri vtaytpee sf unds , only vehtdveegadapital
definlinidhd&O0DlordaWakl 1 Street Refor m Acift®. Cond timer P
20,3 D& d dackr e mov cdad stt o & mpfiriooom S EC r eignivsetsrtanteinotn f o
advisers with f &fwielrl tah akne yl 5gacpl iiemP®Ehe adespul atory
establlagadleddefinitions of venitswrd haapithelsef smd s c
private fexeémpfewouanl ¢ hdeel meteiqomne P meanddi tion, privat
with less than $150 milddmtni nene eastettds. under mana

private epqouoilteyd fiunnvde tsilttngepnitc avlelhys ocdl cerwv e & 1t tmre an tt &

oftfleer epdutipe h as ownership st A Preisvaitne perqiuviattye I
ndvestoluécdewhigh individuals and families, pen
nks and insfAaanacrdicmgmtaoricaps280#f/nstitutional
vesthoested 1nf ummeswatl ya lalqachaityeddt h atnh alsOs% tosf
privite equity

>'YSeBE eB7—ece
t

ot S
S5 B ® £ O

Z—e7>ZM 4G o e

Venture capital funds are sstophgiepb s ¢ o f jsautcahf tassms f i n
higlkch sPtuarrstutapgnse -BPwd d kh AcSECte sdeafbilnisthieadn af or ven
capitsmiln f2unfTd be considered forfrtolme ceaentaume i aavpEist
company 71egul at otrhys hrbepgqhudi erpeantebnytes a v ecnatnunroet s tr at e

“The SEC’s quarterly private funds statistics release expl
not mutually exclusive, meaning the safued could potentially be referred to by multiple nan&sC,Private Funds

Statistics January 29, 2019, https://www.sec.gov/divisions/investment/privditmds statistics/privatdunds
statistics2018g2-accessible.pdf

25 For example, some experts defiprivate equity as an alternative asset class that includes all assets beyond the three

primary asset classesstocks, bonds, and cash. For more details, see Benoit Leleux, Hans van Swaay and Esmeralda

Megally, Private Equity 4.0Reinventing Value i@ation (The Wiley Finance Series, 2015).

26 SEC,Form PF tReporting Form for Investment Advisers to Private Funds and Certain Commodity Pool Operators

and Commodity Trading Advisomathttps://www.sec.gov/about/forms/formpf.pdf

27 For more information, se€RS Report R41350;he DoddFrank Wall Street Reform and Consumer Protection Act:

Background and Summargoordinated by Baird Wehel

2This previous exemption counted every fund as a client as
AdoptsDoddF r ank Act Amendments to Investment Advisers Act,” prec
https://www.sec.gov/news/press/2011/2ABB.htm

2917 C.F.R. 875.

30S E CPRrivate Fund Adviser Overview” httpst//www.sec.gov/divisions/investment/guidance/prifatetadviser

resources.htm

31 Private equity funds could also invest in publicly traded compassggcially purchasing the controlling stake of

public companies with a combination of debt and equity, often referred to as leveraged buyouts.

32 SEC,Implications of the Growth of Hedge Funasaff report, September 2003, at
https://www.sec.gov/news/studies/hedgefunds0903.pdf

33 Brian Boyer et al.Private Equity Indices Based on Secondary Market Transagtiatsonal Bureau of Economic

Research, Working Paper no. 25207, November 18, 20h&pat//www.nber.org/papers/w25207.pdf
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borrow fiunnddimga dspheo ul do hmd de o fth aint tsh dc%aipn
noqgmual i fying bamoagt me¢ idshec drgni i“Wandtinre icoap iotfa l
fuhndeeds to beqmatlify Hodere’8ovlatory exemptions

ZeoZ¥—ece

Hedge funds are poolefdtdem tne e meau’li ateih s ¢ me nt t hat
practices t hsaunc hmuatsurad ghebsmealinfAmong i nedgé¢ of snd
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greater rpes kosf ige techrea thiong ,a yleatr goenrl yp etrlfe rimmavnecset ofr
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Prior t & maheAcDonddled gwer® virtawmadl re gudmnageld aytwed e
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34The SEC defines a venture capital fund as a private fund that me&idiving conditions: (1) Represents itself as

pursuing a venture capital strategy to its investors and prospective investors; (2) Holds no more than 20% of its

aggregate capital contributions and uncalled committed capital in nonqualifying investniemtshan shorterm

holdings; (3) Does not borrow, provide guarantees, or otherwise incur leverage, other than limiedrshort

borrowing; (4) Does not offer its investors redemption or other similar liquidity rights except in extraordinary

circumstancesand (5) Is not registered under the Investment Company Act of 1940 and has not elected to be treated as

a business development company. Qualifying investments gen
companies ” t hgaired by theesfundl? GFR 8275.203(Ja ¢

35 See discussions of Title XXV of S. 488 (IMGongress), itCRS Report R453080BS and Investor Confidence Act
(HouseAmended S. 488): Capital Markets Provisioomordinated by Eva Su

36 Leverage refers to using borrowing to increase investment exposure as well as riske8hgiis placing
investments to gain return when tHedgeBundsd assets fall in pr
https://www.sec.gov/fasinswers/answershedgehtm.html

¥Nir Kaissar, “If Hedge Funds Ar e LBlopgbergkebrualyi%20®p They Hav
athttps://www.bloomberg.com/opinion/articles/2002 19/hedgefundslag-sowhy-do-they-haveso-muchcash

%8S E CHedgé Funds Investor Bulletin SEC Pubno. 139 February2013, at
https://www.sec.gov/investor/alerts/ib_hedgefunds.pdf

39U.S. Congress, House Committee on Oversight and Government Refiedge Funds and the Financial Market
hearings, 110Cong., 29 sess., November 13, 2008, H.Hrg-582, Serial No. 11:210(Washington, DC: GPO,
2010), athttps://www.govinfo.gov/content/pkg/CHRELOhhrg56582/pdf/CHRG10hhrg56582.pdf

40 SEC Form PF defines a hedge fund as any private fund (other than a securitized asset fund): (1) with respect to which
one or more investmeadvisers (or related persons of investment advisers) may be paid a performance fee or

allocation calculated by taking into account unrealized gains (other than a fee or allocation the calculation of which

may take into account unrealized gains solelytHerpurpose of reducing such fee or allocation to reflect net unrealized
losses); (2) that may borrow an amount in excess chatfeof its net asset value (including any committed capital) or

may have gross notional exposure in excess of twice its sett\aue (including any committed capital); or (3) that

may sell securities or other assets short or enter into similar transactions (other than for the purpose of hedging
currency exposure or managing duration). The definition of a hedge fund for FgrorgeiSes also includes any

commodity pool an adviser reports on Form PF. See BE@te Fund Statisticsat
https://www.sec.gov/divisins/investment/privatiundsstatistics/privatdundsstatistics2018.q1.pdf

“4Shelly Hagan a@megaSlabrejCapital AongHedge, Fund Casualties in Dismal 2018
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maintaimpupdrnicodieporting, private funds are n
mandates.
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investoarse atchhe,y whi laer ep wabvladi claalfblul lidessy ¢ s t or s .
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and operxacteipaamsu,gh s hareholder voting processe

T /LTXLBLWYuiyd refers to howseawryi tiitesi swittoh dwty a
affecting the price. Pfudbd iichbtasatdesresaot considc

Bloomberg December 27, 2018, https://www.bloomberg.com/news/articles/201B827/omeggabre capitatamong
hedgefund-casualtiesn-dismat2018

42Under the Doddrrank Act, the SEC establishedalegad e f i ni ti on for family offices in !
offices final rule, a family office is any company that ()@ vi des investmenteadsi&eaenly to -
defined by the rule; (2siwholly owned by family clients and is exclusivelntrolled by family members and/or

family entties, as defined by the rule; and (2)ed not hold itself out to the public as an investment aduigeLFR
8§275.02(a)(11)(G)1-Fami ly offices and see also SECIleunderDaddr el eas e and
Frank Act Defining °“Family Ofhips/www.Sec.govinpwskpress/2011é201d a s e, June
134.htm

43 UBS, The Global Family Office Report 2018 https://www.ubs.com/global/en/wealthanagement/uhnw/global
family-office/globatfamily-office-report2018.html

4lindsay Fortad, “John Paul s on Mul 1 Rnartial Timesdanuary 22,i26019,Hte d ge Fund, ”
https://www.ft.com/content/846c68di28411e9b2f7-97e4dbd3580d
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45 For more details onrjvate securities, s€€RS In Focus IF1074Private Securities Offerings: Background and
Legislation by Eva Su

46 Cendrowski et al Private Equity, Second Editioristory, Governance, and Operatig@®hn Wiley & Sons, Inc.,
2012.

47 For more details on initial public offerings (IPOs), €S In Focus IF10855¢ DSLWDO $FFHVV ;32 DQG 3,32 2Q
5D P Sy Eva Su

48 For more details, see Jeff SchwaBhould Mutual Funds Invest in Startups? A Case Study of Fidelity Magellan
Fund's Investments in Unicorns (and Other Startups) and the Regulatory Implic&iédmaary 3, 201 North
Carolina Law Reviewyol. 95,n0. 5, 2017 University of Utah Collegef Law Research Paper no. 26t,
https://ssrn.com/abstract=2911394

4 These fund managers are private fimgstors, but they may not invest in private funds exclusively.

50Lin Sunand MelvynTeo,“Public Hedge FundsJournal of Financial Economig®©ecember 10, 2016), at
https://ssrn.com/abstract=2883416

51 SeeCRS Report R4522apital Markets, Securities Offerings, and Related Policy Issqye&va Sifor more
details orregulatory requirements affecting public and private securities offerings in primary markets.
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Table 2. Summary Characteristics and Risk Profiles of Major Public and Private Funds

NAV Publicly . . . . .
Fund Type ($trillions) Offered Main Investors Disclosure Risk of Loss | Redemption /Exit Leverage
Mutual Funds 17.7 Yes Retail, institutional High Low End of day Yes with cap
Public Closedend Funds 0.3 Yes Retall, institutional High Low ngﬁ(de? (secondary Yes with cap
Funds
Exchangetraded Funds 34 Yes Retail institutional High Low lmngﬁg’t‘)y (secondany Yes with cap
Institutional,
Private Equity 2.8 No certain qualified Low High Buyout/IPO Yes
retail
Institutional,
Private Hedge Funds 3.8 No certain qualified Low High Suagreigg + lock :(e?cgﬂdhi h
Funds retail PP ypicalynig
Institutional, No (unless
Venture Capital 0.1 No certain qualified Low High Buyout/IPO limited short
retail term)

Source: CRS. NAV data from th&ecuities and Exchange Commissiand Investment Company Institute.

Notes: IPO = initial public offeringBuyout = the purchase of controlling share of a compa#V = net asset value. Public funds NAV as of yerza 20B, private
funds NAV as of ¥ quarter 2018. The summary characteristics are for selected funds and tgjicions only; they are not inclusive of all situations.
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Capital Markets: Asset Management and Related Policy Issues
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52.S. Congress, House Committee on Financial Sen@rasjl Bisiness Credit Availability Acteport to accompany

H.R. 4267, 118 Cong. 29sess.H.Rept. 115646 (Washington, DC: GPO, 2018).

5317 C.F.R. 8270

“SEC pr op oFundof FundslAwangerment December 19, 2018, press rtelease,
https://www.sec.gov/rules/proposed/201813%590.pdf

55 Hiroko Ourae t  Zhe Asset Management Industry and Financial Stabiljobal Financial Stability Report

IMF, April, 2015, athttps://www.imf.org/~/media/Websites/IMF/importédgship

issues/eternal/pubs/ftt GFSR/2015/01/pdf/_c3pdf.ashx
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Figure 3. Operation of a Mutual Fund
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providing advice to others or i%knvegtmepdbrts or
adviser si ngecelnuedrea Imloyn e y maonnasguelrtsa, n ti sn,v efsitammedncti acl p |
ot hers who provi de Inavdevsitcnee natb oaudt v $sEc€ceugraimei eetsi.n g t h
definition must ®Asgbdf§thed SE i GtwrvehadSEG, 200 regist
investment advisers.

56 §202(a)(11) of the Investment Advisers Act of 1940.
S"SEC,
8« A broker

or dealer

“ F a s Investment Advisess ¥ httpst//www.sec.gov/fasinswers/answersinvadvhtm.html
G undertthe Securities and ExchangecAdt ofw934 id excluded frad8nE

the Investment Advisers Act if the advice given is: (i) solely incidental to the conduct of its business as broker or

dealer, and it does not

(i)

dri encge ii vnev easnt yme ‘nst p eacdivai lc ec. o’mpFeonrs an

SEC Division of Investment ManagemeRggulation of Investment Advisers by the U.S. Securities and Exchange
Commissionwhite paper, March 2013, https://www.sec.gov/about/offices/oia/oia_investman/rpla42012.pdf

59 SEC, Office of Compliance Inspections and Examinations (OQIH)9 Examination Prioritiesat
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Different Standards of Care: Investment Advisers Versus Broker  -Dealers

Investment advisers and brokdealers play similar rolesith regard tohelping retail and institutional investors
make financial decisions. However, they are subject to different atdaaf care, with tighter standards for SEC
registered investment advisers:

i Fiduciarystandard for SE@egistered investment advisetsan investment adviser isfiduciary
whose duty is to serve the best interests of its clients and fulfill the dutiésyafty and care.
JLGXFLDULHY DUH REOLJDWHG WR SODFH FOLHQWYV:- LQWHU

9 Suitabilitystandard for brokerdealers® the suitability standard generally requires a breker
dealer to make recommendations that are consistent with the intere$itsacustomers.

Research cited by the SEC shows that retail investors generally do not understand the difference between
investment advisers and brokeealers or their different standards of ca®imingto improve the quality and
transparency of financial advithe SEC finalizeal package of rules, including Regulation Best Int¢t§st.F.R.
§40) in 2019

Zoees"e'S—e

Custodians provide safekeepingsdfi tfuitn omesi dalhaads da
have legal ownership of assets bu,t ameng actkleadr wi
administrafAsyvemdninman eddtei“aAsideti nManagement Risks
Regul’secoif bnespoktent asowatse nbmad vid mtksr poarrt of t he
regulatoryt oepmuo tr etecnltiscanrtse t agsessneetrsa bl bersgqlegadr de
byawqualdadfsttaddbpamaintains possessimnthhadpzont?®dlyo
fi nanci al aecvuwsl tvoeddy sfyr sotnedmf sotfocduys ttood i alnsy pd eamp mrge n't
ofAhsset manage. Mot gopbecaBndkdsi Mak 1l on, J . P. Mor gan, St
Citigroapvice around $114 trill1ion of global ass

https://www.sec.gov/files/OCIE%202019%20Priorities.pdf
60 15U.5.C.878c- Section 3(a)(4)(A)

61 15U.S.C.§78c- Section 3(a)(5)(A)

62 Depending on the nature of the brokiealer activities, they could be subject to the requirements of the Financial
Industry Regulatory Authority, national securities exchanges, or the Municipal Securities RulemakingB@ard.
Division of Trading and Mikets,Guide to BrokeiDealer Registrationinvestor Publications, April 2008
https://www.sec.gov/reportspubs/invespublications/divisiosmarketregbdguidehtm.html#ll|

63F I N R Ahout FINRA ” httpst//www.finra.org/about
4FI NRA, “Key St a htips/imivclinra.drgsnersropno/staistics a t
65817(f) of thelnvestment Company Act and 17 C.F.R288.17£1-270.17£7; 17 CFR§275.206(4)2.

66 Fidelity Digital AssetsCustody in the Age of Digital Asse@ctober 2018, at
https://www.fidelitydigitalassets.com/bipublic/060_www_fidelity_com/documents/FDAS/custeidythe-ageof-
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funded bytrade execution through brokdealer trading desks (soft dollar). In Europe, the second Markets in Financial
Instruments Directive (MiFID Il) has mandated European financial institutions to move away from soft dollar
arrangements and make research prioioge transparent. MiFID Il has already affected U.S. research services and
generated policy implications globaligiobhan Riding “ Mi FI D I 1’ s Tr an s pinancialmiengs Rul ¢ s
January 20, 2019, attps://www.ft.com/content/f2a46c4bd4358092a03dd0bae8daf3

6817 C. F. R. §27 ProxyVaiag by Investment Adviders, J“anuary 31, 2003, at
https://www.sec.gov/rules/finalAia106.htm

69 Please note that because 95% of proxy votes were cast through an electronic platform run by Broadridge, the
Broadridge statistics approximate the statistics of the whole industry. Broadtlg8tatistis and Performance

Rating athttps://www.broadridge.com/_assets/pdf/broadridgexy-seasorstats.pdf

17 C.F.R. §§240,CoacépbReleasmon the3F7Pfoxy Sgsteli; JFuly 14, 2010, at
https://www.sec.gov/rules/concept/2010/2495. pdf

“"SEC, Chairman Jay Clayton, “Statement AnnoB8hH2018nag SEC
https://www.sec.gov/news/publatatement/statemeannouncingsecstaffroundtableproxy-processand David Katz

and TrevorNe wi t z, Wacht el l, CorigiesstnereaseRRressure on&roXy Advisory Fitins Ma y

23, 2018, ahttps://corpgov.law.harvard.ed@P8/05/23/congressicreasegpressureon-proxy-advisoryfirms.

728 e Regtilabry and Risk MitigatiorFramework8 s ect i on o f t hi s thelawpandregultons i nf or mat

that govern the as s eRrivatelunds gectiorefor a discussibn of fundsywith afic wdthotit
SEC legal definibns. Certain fund definitions are not mutually exclusive in practice.
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73S E CWhatWe Do ” httpst//www.sec.gov/Article/whatwedo.html
7415 US.C. 82c.

7S SEC Historical Society, QYHVWPHQW &RPSDQ\ 5HIXODWLRQ 7KH ,QWHLFDFLHV RI DQ 3(C

http://www.sechistorical.org/museum/galleries/icr/icr02_rules_of_new_game.php
6 Louis Loss, Securities Regulation Fifth Edition, Volum&/lter Kluwer
"Content of the t eWhatbMe Do ¥ httese/mwwisec.gawAricle/@hatwédo.html

BSEC, “Fa s lnvestment @ampasy: Registration and Regulation Packége a t
https://www.sec.gov/investment/fashswers/divisionsinvestmentinvcoreg121504html#P46_2920

®S E Clnvestment Company Registration and Regulation Packagettpst//www.sec.gov/investment/fast
answers/divisionsinvestmentinvcoreg121504htm.html
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The Laws That Govern the Asset Management Industry
Investment Company Act of 1940 ( P.L. 76-768)

Thisact regulates the organization ofvestment companiesindis designed to minimize conflicts of interest. Th
act requiresinvestmentcompanies to disclose their financial condis@md investment policies to investorEhe
act focuseon publicdisclosure of information about the fund and its investment objectives, as wafbasation
on investment comany structure and operation3he act does not permit the SEC to directly supervise the
investment decisions or activities of these companies or judge the merits of their investments.

Investment Advi sers Act of 1940 ( P.L. 76-768)

Thisact regulates investment advisetsgenerallyrequires that firms or sole practitioners compensated for
advising others about securities investments register with the SEC and conform to regulations designed to
investors. Since thact was amended in 1996 and 2010, generally only adviserhatm®at least $100 million of
assets under management or advise a registered investment company must register \@ECthe

Securities Act of 1933 (P.L. 73-22)

Thisact is alsoreferred to as thetruth in securitigaw. It (1) requires that investors recive financial and other
significant information concerning securities being offered for public sal@apobhibits deceit,
misrepresentations, and other fraud in the sale of securities.

Securities Exchange Act of 1934 (P.L. 73-291)

Thisact created theSEC and empowers itith broad authority over all aspects of the securities industiyis at
gave theSEC theauthority to register, regulate, and oversee brokerage firms, transfer agents, and clearing
agencies as well as the nation's securitiesrsglflatory organizationsncluding various securities exchanges an
the Financial Industry Regulatgkuthority. Theact also identifies and prohibits certain types of conduct in the
markets and provides the SE@ith disciplinary powers over regulated entities and persons associated with th

Asset Management Risks aWdtBaemngluilmg i on

After 209200 hancial crisis, Congress directed 1
sectoandipdclsi clyn ssoolmuet icoonnsgr e ssional discussions,
asset management indfAtthewngiweséemjbanitiyedebatsd
i1 ndusftirniaensc 1 a | risks, there are efSumdamdmrtralv edi fffr
the 1induffeinest business model s, risk controls,

oZ—SeZsl Z>eikl YedBl™Siee

The asset manage Me[JHRDMbEGmd warthlati s epmrates 1inves
managementr ofmnicrt vieosntsm&Fl i © wine r ¢ ih iSPLLIQfEBVMHIGr o m t he
model for banking, in which banks own and retain
managers are viewed as agents that perform inves
c omp e ntshartoeudgh service or performance fees, but o
investment ret’acoesuniPBéthasuisescldematsc drbayt 30t o0 wn
the ,fumsiset managers routinelykexit®mphetmarket w

t

80 Testimony of former SEC Commissioner Paul Atking/Ji6. CongressHouseCommittee on Financial Services,
TheDodd-Frank Act Five Years Later: Are We More Stablefrings 114" Cong, 1%tsess. July 9, 2015Serial No.
11439, H.Hrg. 97151 (Washington, DC: GPO, 2016)tps://www.govinfo.gov/content/pkg/CHRG
114hhrg97151/pdf/ICHR@14hhrg97151.pdf

81 For explanations on th@incipal-agent paradigmsee former SE€ s s i s t ant chief economist Stew
presentation, “Conflict of Interest Among Market Inter medi
https://www.sec.gov/about/offices/oia/oia_market/conflict.pdf

82 Except in some cases, such as hedge funds, as discussed previously on p. 7.
8 Former SEC ChaiMa r y J o  Wh Enhancing Risk donitoring and Regulatory Safeguards for the Asset

Congressional Research Service 16



Capital Markets: Asset Management and Related Policy Issues
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Pulbidd s c laolsltachws pgwblmake informed juidpgpment si mabout
s pecfiufnbdgs ensuring that investorsfuwueddhee signifi
di s cltboassuerde regul atory philosophy is congsistent w
amous dfiscutnulm gthhtati s said to be Hthet lbe smo ootf afi 5iic
ol i ¢c®Rnabnl.i ¢ &i, s dlnanstwurda h gf und a e gda rET Fa vpariol sapbel cet ufso
ree from the SEC®SEKIleigd sdiesseldo simrvef opranretmaalmp d e i s
re also requitheéstimbpusbliperptiomertan® certain
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An umb eStEGonft g por t i ng arpepq pyu btkeaimdk npgrsi watdk e f u n d s
advisers. The pritYvatepdrypokbesuondsmengiatlcarhiomlgy r e vi
policymakimgrmdhky SE&€e s nohamakadmrewm npf arr tensct ui loanr
regiptubadntly avidlblmdghease ceritaiaggnégamehand

Ma n a g e me n t Detembden 1s1,t2014, Atths://www.sec.gov/newgisech/2014pch121114mjw#_ftn27

84 For more on banking liquidation, S€RS In Focus IF1071€&rderly Liquidation Authorityby David W. Perkins

and Raj Gnanarajah

85p.L. 111203,8165(i)(2).

86 For more details, s€8RS In Focus IF11256GEC Securities Disclosure: Background and Policy Issme&va Su

87 Certain aggregated private disclosure data are also made public by the SEC. For, &@mpRF information is

shared with the public in aggregate on a quarterly basis.
are not disclosed to the public. In addition, public and private disclosures are not exclusively linked nplublic

private funds. For example, business development companies are nee@&€red investment companies and thus

are not subject to Investment Company Act public disclosure requirements. However, public offerings of their funds

are subject to public ditosure requirements under the Exchange Act.

8Louis Brandeis, “What P2WKHU 3HRS QeBR)VFEERMBished iraDpUtSHUTY i n
Weekly December 20, 1913.

®These reports are availabl e t provides frde public acceSsEotorgoraE DGAR dat a b
information, athttps://www.sec.gov/edgar/searchedgar/companysearch.html

90 SEC,Investment Adviser Public Disclosuneebsite, ahttps://www.adviserinfo.sec.go¥or more details on

registered investment adviser public reporting, see SEC, Form ADV (Uniform Application for Investment Adviser

Registration), Glossary, attps://www.investor.gov/adiibnal-resources/generaésources/glossary/foradv.
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information 1in BExmafnpdfeeqreean vd iascctlipodnbisk.e ¢c i fund 11 qui
pos irteipoofftatnipde g iroedpiocr t i ng of preéegnseefaddsinbys SHMEn t
pursuantfFrtamkDAdd ¥fequirements

[

Invest o ReAdaeascst i ons

Public funds are toppevma ttdonfiawlmld so rn vaccscteosrss ,1 sbur e st r i
intersecting federal laws that govern different
investment management companies, anod menevte st me nt
cert aniint idoénfsiv ecsatn i n private funds without trigger
Fundsamvoid additional brye gaud haetroirnyg rteoq uriersetnreincttsi o n s
investors per mit tseodmet oe xianmpePsets ifno Itlhoewsf u n d

T Accrediteidf iasvismwerstors meet the definition,
qualify for privédte securities exemption.
T Qualifidd @%ifaamtde st ors meet the definition, t

could receibespdrfommensation.

T Qudliied p-wirfc hadssfeiumwe st ors meet the definition,
exempted from register®ng as an investment c«

funds choose to compl ydowwrt h investo
eqoipamé¢ntcs foeadsti fFhe specifics of t
he accredited investor definition, h

Examinastion

The SEOffice of Compliance Inspections and Exami
c oncdtuierx@ mi maantdi ocner t ain odfhetrhe isskndtvémwannagge me
addidgadodigul at oysy cadfFgleNReAl 8 8 cxmdni mta 0 f onheir member
undSeEEGver i ght

OCIE examinations foeoks momidcomplhiga nmankdi dignd wd mi m ig
OCIhEas ¢t mpO0 0iyne elsln arle gifof i c e s Apnpdr ohxeiandaqt ueal ryt elr0Os,.0 0 0
funds ah3d, EXFsi nve satnnde n3t, Saddevaibseeorkse,r a mong ot her 1

91 Form N-LIQUID for reporting liquidity positions at opeendinvestment management companies. See S&@)
N-LIQUID: Current ReportOpenEnd Management Investment Company Liqui@&C no. 2941, at
https://www.sec.gov/files/formtiquid.pdf.

92 SEC,Reporting by Investment Advisers to Private Funds and Certain Commodity Pool Operators and Commodity
Trading Advisors on ForrRF, at https://www.sec.gov/rules/final/2012/&808secg.htm

93 For more details on the statutes and definitions, see Eric Srgittable LLP Investor Qualification: A Primet,
January 2016, dtttps://www.venable.com/insights/publications/2016/01/invegt@iificationa-primer.

94 For more information, seBRS In Focus IF1127&ccredited Investor Definition and Private Securities Markeys
Eva Su

95 8205-3(a) of Investment Advisers Act of 1940.
96 82(a)(51)(A) of thenvestment Company Act df94Q
97 SEC, OCIE2019 Examination Prioritigsathttps://www.sec.gov/files/OCIE%202019%20Priorities.pdf

9B FINRA, for example, conducts examinationonbreftet a1 er s . FI NRA, “2019 Annual Risk M
Examination Prioriti e http:Mwaww.finaorg/ihdustrw20kdanuayriskandnjtorilgéntt9 , a t
examinationprioritiesletter.
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invesmamange ment saecbemoths i nkest-Hpastdisclai mer

per formance 1is no PBwsaurgagnetsetes ,o0 fd ufeu ttuor eu nrperseudlitcst a b |
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S e’ (Eedi¥bZ e
T &RQWH[MW 1 i ¢t smaogfc ciunrt Sine QFDIFIDON SBPUD G L hP
which one entity (agent) makes dé%insions on be

99 SEC, OCIE2019 Examination Prioritigsathttps:/Mmwwsec.gov/files/OCIE%202019%20Priorities.pdf

100pid.

WISEC, “Fast Answers: Mut uhttps/Mwwsetgovifat a st Per formance, ” at
answers/answersmperfhtm.html

10215 US.C. §§78aazet seq.

103 Securities Investor Protection Corporation (SIR@hat Is SIP@, athttps://www.sipc.org/for

investors/introduction

043 ¢ ¢ Qudtadians s ection of t hi mofecustgdy See aldo SIPWhatiSIPE Rrotdctgat a t i o
https://www.sipc.org/foinvestors/whasipcprotects

105 Federal Deposit Insurance Corporation (FDMYho is FDIC? at

https://www.fdic.gov/about/learn/symbol/index.html

106 Stewart Mayhew, former SECsas s t a nt ¢ h Cenflictsofcdnterest AnongtMarket Intermediaties
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t hceont ext of asset managesmenheioadnststal cbneatnr
thagtset mamgegmarss)y may not act 1in the best inter
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investments toward pseHbastese mhnaastshpeorn etrhaatne hi gh
pr odu cbtess tthhfaitéfl ii neanmtecsd ch d

T ([(DPSYRPLWLIDWLROERROIMWRONVr ed investment advisers
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in financial *™Thei poavcipnoss atdgriferesmhef i nanci al
advifsregdsacing their own feadnofahherbesher 1int
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'SZ7'e’ ¢

T &RQWH [M iadsi tnye nt i ondd poaenmiomd syl deefined as the e
buying or selling assets without saeflflecting th
the higher their liquidity. The liquidity 1sSs
mar ket distress, wheaxfaeaptoonmnadsskotli eashi nhgedn
valuations coul di ndrtihvee mpaarfnkfiectr emeta cftumdcds have d
tpes of liquidMiutyati§fkndemtrisa ttsoa Irleadve eimn v ehseti r
sharesedditygy maintain sufficient 1liquid assets
and minimize the i mpact roefmatihnei nrge d5%hnaprteihoonlsd eorns .
Pr itvea fpurnedsse nt c @n &kfecagendoesctansteisg; n vest ors enter
initll i qwidsk me wi ntgh etyh ackopuelrdi ence several years o
persit'®Pdr i v a tgee nfeudnadlsh 9t dmrn d mi s @ danmgetsitwm s

praitve funds cannot ecasiulrgesmghl nehdsr positions

T ([(DPSXRPLWLIDWLREL FRR@GW UWVR @ qrueednetmpt i on as a produc
feature must maintain liquid assets to meet po

1 1

presentation, dittps://www.sec.gov/about/offices/oia/oia_market/conflict.pdf

107 SEC, Informationfor NewlyRegistered Investment Advisgkvember 23, 2010, at
https://www.sec.gov/divisions/investment/advoverview.htm

108F 1 N R Aujtability, > http:#www.finra.org/industry/suitability

1095 E CSEC Adopts Rules and Interpretations to Enhance Prasciind Preserve Choice for Retail Investors in
Their Relationshipsvith Financial Professiongls” pr e s s 1 e 1 e ftps//Wwww.secgev/néws/prés®d 1 9, a't
release/201:89.

10SEC proposé r Regelation'Best Intergst”  Ap r i 1 htip8://ww\.9kd.gdv/rules/proposed/2018/34
83062.pdf Also seeCRS In Focus IF11073/ KH 6 (&TV %HVW ,QWHUHVW 3URSHFMdaexEhRU $GYLFH *LY
Gary Shorter

111 Shareholder redemption refers to shareholders returning shares to funds in exchange for proceeds at net asset value.
For other discussions on liquidity risk, SBEC, Division of Investment Managemelmyestment Company Liquidity

Risk Management Program Rul&ctober 13, 2016, attps://www.sec.gov/divisions/investment/guidaiseeg

liquidity.htm.

1129 e @rivdteFunds section of this report for more details on liquidity and holding periods, as well as Cendrowski et

al., Private Equity, Second Editiot{istory, Governance, and Operatiodghn Wiley & Sonsinc., 2012.
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l i quridliefundeh must heategavegsements into four d
and 1 i imitlinquhetsdtrme nt s t o onfo tnhdar eftutfdasss 15 %
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T ([DPSOHV RILROWHROWU®RON f uneésn danfdinadlsosaed subject
a300% asset covi¥¥Thige Freqaitremenagtecheratio of 33°¢
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™75S e L&

T &GRQWM[M at i onal risks arise from operational c]
Operational risks are especially important for
industry macmoeawgktss wrlateewmtclaicent account rtecordke
safeguards, informati onosabracraisn go,f aonpde rcaytbieornsael c u

T ([DPSOHV RI PLWLJIDMELRRERRWODWWRION rul e requires regi
advitseenrgsggald fstead(ilh)nsetpossession, amd) contr ol
undergo annual s@u3lhjpmgeel ekamdnatsdbaodian maint a
assam(dds)end account statementst @llunedertdymttloert he
requitments

13 SEC Rule 22¢t requires a fund to classify each of its portfolio investments into one of the following liquidity
categories: highly liquid investments (an investment that can be converted to cash within three business days);
moderately liquidnvestments (an investment that can be converted to cash within four to seven calendar days); less
liquid investments (an investment that can be sold or disposed of in seven calendar days); and illiquid investments (an
investment that cannot be sold osmbsed of within seven calendar days). For more details, see SEC final rule,
“Investment Company Liquidity Risk Management Progtafts Oct ober 13, 2016,

at https://www.sec.gov/rules/final/26133-10233.pdf

24I'n addition to direct borrowing, derivatives products cou
115 Financial Stability BoardPolicy Recommendations to Address Structural Vulnerabilities from Asset Management

Activities January 12, 2@, athttp://www.fsb.org/2017/01/poliegecommendationto-addressstructural
vulnerabilitiesfrom-assetmanagemeradivities/.

11615 US.C. §80a18.

117 Rule 206(4)2 underthe Investment Advisers Act of 1940 Al sGustodian® $ection of this report
details oncustody services and their history.

Congressional Research Service 21



Table 3. Examples of Risk Factors and Ri sk Mitigation Controls

Risk Factors

Compliance and Risk

Examples of Strongly

How It W orks

Controls Affected Parties
Investor Risk transparency| Disclosure requirementg Public funds Requires public disclosure of portfolio composition and risis that
Protection investors are informed
Retail investor Investor access Private funds Disallows ordinaryretail investors to purchase private funds that are
exposure restrictions perceived asavinghigher riskthan public funds
Conflict of Fiduciary and suitability | Broker-dealers and Requires advisers to place the best interest of clients ahead of their
interest standards investment advisers own interests (i.e.sales commissions)
Investment Liquidity Liquidity rules and daily | Mutual funds Ensuras the availability of liquid assets to meetestorredemption
Portfolio Risk NAYV valuation needs
Leverage Leverage ratio Business development Caps the amountinvestment companies could borrow to reduce
requirements companies portfolio risk and complexity fothosefunds that are selling to retail
investors
OperationalRisk | Assetsafekeeping| Custody rule Digital assets managemel Makes sure there is a third partgustodianto safeguaréind ensure the
availability ofnvestment portfolio assets
Source: CRS.

Notes: ~ kamples oftrongly affected partiggrefer to the entitieswithin the asset managemestosystenthat are likely to bestrongly affected by the risk control
requirements The column does not list all the affected partidhe table idor illustration purposesonly andis not inclusive of all risk factors or mitigation controBee
“"5LVN O0LWLJDW L Rséctibro6thé& regpi\fas Bxplahation of the different factors in column one.
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Recent Trends

Over the past semanabedmeatstdendushe yahsast under gon
may have important implications for public polic
changes, ( It)hien iiwbsotmrgyg a biwtihpc(&€dt ednce on capital m
financing rather than b;amds hliofatn sf rboym Aancetriivcea nt ob ups:
invessttnplnégd4t)he exppmsvaoame ofecurities markets

ThdAds s-Managethedus’s r Gr o wt h

I n ptahsewo dse,c atdhema masgecme nh a s ngne wn ybsel cganui sfei caafnt |1 y
increased usatofbdehinPdemste apprnadi shamges in
investment styles ardimsgyEIXihtinid dXYH@wmeom gt bet her
past 70 years, investovyeshawg dargethyshhédmeedl e
indirectly through asset managers. For exampl e,
held by hodsabppebbdideass in 2017, direct holdings
than 40%ldfi'f®§emel ahgue that tdier cheettldebhyage of e g
individuals cot?lAéd me relsasiar aosfo et thefbaenlaodndamsg e8ao W
the investment decisionmaking on .bhethiand dinmoffl r et a i
on both investors andn thhaes ceoxnppaanndieeds. t hey 1inves:t

CapiMarlkki han©OuhpaRaenkendi ng

Thiemport anc emaonfa gtehnee nats sientdus try has alns o hiencreas
relative importaneaedobanhe. cSpececnfimakkpgtsgrowth
financing (i.e., the i1issuance pfowbtomase dnglr owthle r
bank ())lbJaXyH

118 For more information, see Sebastian DeWiitz, Alice M. Henriques, and John Sabelhdte Evolution of
Retirement WealttBoard of Governors of the Federal Reserve System, 2015,
https://www.federalreserve.g@donresdata/feds/2015/files/2015009pap. pdf.

119 popular definegtontribution retirement plans include 401(k) plans and individual retirement accounts (IRAs).

120 Jonathan Berk and Jules Binsbergdew Special Study of the Securities Markets: Financial Intdiaries, July
14, 2018, ahttps://www.law.columbia.edu/sites/default/files/microsites/capitatkets/berkvanbinsbergen
final_draft.pdf

121 |bid.
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Figure 4. Nonfinancial Business Financing: A Comparison
Capital Market Financingersus Bank Loans

M Loans M Capital market financing
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Source: International Monetary Fund.

Notes: Capital market financing refers to bondadother debt securitiesbut not equity securitiesLoans refer
to bank loans.
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managementa,s swhte mamy gers do 'morntt acltiovedsys sted ,e cit n s
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rough index mutual funds anJLIROBThhastdeandlace

s mostly been dirdawem ddos tpsastshveughnmdasnage ment
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122|MF, Vulnerabilities in a Maturing Credit Cyc|&lobal Financial Stability Repgrpril 2019, at
https://lwww.imf.org/en/Publications/GFSR/Issues/2019/03/27/GlBlencial Stability-ReportApril -2019
(Hereinafter IMF, Global Financial Stability Report, April 2019.)

1231pid.

124 This trend applies only to the equity markets. The bond markets did restenqe the migration of investment
styles from active to passive. Bank for International Settlem@&hts)mplications of Passive Investing for Securities
Markets March, 2018, afttps://www.lis.org/publ/qtrpdf/r_qt1803).pdf

12535&,P Global, SPIVA U.S. Scorecay&eptember 15, 2016, lattps://www.spglobal.comlr-insightsSPIVA-US-
Scorecard.html
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Figure 5. Cumulative Flows into Passive and Active Equity Funds
($ Billions)

3,500
3,000 -
2,500
2,000
1,500
1,000
500 A
0
-500
-1,000
-1,500
-2,000
-2,500
-3,000

Passive

Active

2005 2007 2009 2011 2013 2015 2017 2019

Source: J.PMorgan Quantitative and Derivatives Strategy and EPFR Global.

The raseiof pnvesting has generatSeodmect i vecism fr
manageceosn c e r n egdr ot vhtaht ot fh ep awsislil v s nidrew emsi tnien o r i ce di
through reduced fundamenta¥fTheyearghlebykmeteecval a
systemic risk concerns through correlations and
capPRealgarding financial stability, a recent Fede
shift from active to paduiced 1nygqas dmdktst hwahsi d ko o b
amplifying market volatility afFimsaddty, mawmange me n
argithat acti velpye rnfaonrang ebde tftuenrd stwhaem pasg &kietesstrat
efficient.tlfsthreeargheamemagt bbeeclayp limaadaged ofnunds
mar ket inefficiencies caused by grovwt hnin passiyv
active management as wel]l

Privcetear Of f e s OntgpPallQfcf eri ngs

The -massangat industry has also takenigmifncaretsec

rise in the volume o%Becaawsae emaney pansistehta smaonf af g egre sn
volumes of private secumainaigeesme ntthoicsa dsphyitfaty htaos 1 e
increasingly central Irnol2e0 1i8n, WmS.r ifciama ncocoimapla nmaersk
$2.9 trillion thmomghthanvdouabbéfehengsze of pub

126 price discoverys the process by which buyers and sellers determine the price of a security. It involves markets,

mar ket participants, and information. For more details, s e
Does It WallStreetdourPaljanuay 8, 2017, ahttps://www.wsj.condrticlesivhatis-price-discoveryand
why-doesit-matter1483930860

R7Robi n Wi g gTRGsowth s inDanger‘® DevouringCapitalism Financial TimesFebruary 4, 2018, at
https://www.ft.comé¢ontentD9cb4a5ee4dc11e?a6855634466a6915

128 jquidity transformation refers to the craat of liquid claims against illiquid assts. Kenechukwu Anadu eThe,
Shift from Active to Passive Investing: Potential Risks to Financial Stabiy&d of Governors of the Federal
Reserve System, Finance and Economics Discussion Series ndd@0P®18, at
https://doi.org/10.17016/FEDS.2018.060.

129 Companies turn to capital markets to raise funding from investors. This process is refermesecuaisies offering
Similar to public and private fundgublic securities offerings are open to ad@irange of investors and must meet
comprehensive registration requirements imposed by the SEC, wherxedssecurities offerings are exempt from
certain SEC registration requirements and face investor access restrictions.
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Figure 6. New Capital Rais ed in Public and Private Securities Markets, 2009 -2018
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The increase in the volume of private securities
policymaker s, some of whomrkase pmopoesdtod mexTey B e
securitikoer meaxakmpylpee, -econfd cfl wmsd,d sr eafne rirnetdecravma 1 f und
conduct periodic re3purlcdhanttBsegamercablfytheecidpnger
intervals, these funds aresbelptra@awaasbleetaorinhvelby
2017 report, the TSEG@smeyi ewctommemulead¥'theverning
The SEC also explored the pROQFHESWadlEl HD Vibhgt er val
private sec®¥rities markets.

Pol iscsyu els

The i1increasedai smpadnratgaennceen tcafi sitdlmes 4 ryar i.dhysof pol i
secdioeoesever ali sosfuetsheskeding financial stability,
financial innovation.

Financial Stability

Financi atly psitcaablillyi trye ftelres ftionanhavii a&alb £scyosmtp mo £

s hoc ks wyintds sbaatsiiscf functions: financial inter medi
all o d®Ptoiloinc.ymakers attempting to safeguard finan
mini mi z¥XYWbRLPOIWEVNIi bk ehatre financial system wi
these functions. For nmrarn iFeeldhedrsarlu HReeosteir fviee dG ofvoeurrn opr
sources of systemic r11isk:

BWSEC, “Fast Ahwmwde shitps:/Ivamwt.secrgevifakinswers/answersmfinterhtm.html

131Y.S. TreasuryA Financial System That Creates Economic Opportunities Capital Ma@etsber 2017, at
https://www.treasury.gov/presenter/presseleases/documentsfiaancialsystemcapitatmarketsfinal-final. pdf.

132 Concept releases are SEC publications to solicit public inputs before potential rulemaking, often viewed as singles
of upcoming reforms. SEConcept Release on Harmonization of Securities Offering Exemplioms 18, 2019, at
https://www.sec.gov/rules/concept/2019/B3649.pdf

133 For more details, se8RS In Focus IF1070Mptroduction to Financial Services: Systemic RiskMarc Laborg.
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T 'RPLQR RU VSLOGwhYeHU HiWEHFWY 1 mr e 1imposes debilita
l os s ess coonu nitter parties.

T )HHGEDFRwWhRRiSVfire sales of assets depress mar
imposing losses on all investors holding the

T &SROQOWDIJLRQ HHIBHREWV¥n which investors suddenly wi
a c¢class odr 1assstelttsu.t 1 ons

T 'LVUXSWLRQV WR RULWWLIF DO IXODFWdLRQ¥an no longer op
of a breakdown id* market infrastructure.

Accordamgt éeopnationghnftzhhechnenaeilial Ssability Board
mana genmemptadnindedti s phayi cufambuncliat gestabi hgt ¥y heonce
20@M 09 finawictiha 1t hceonfesaircsee,yp t ma r k e t( MR s*jiTahli sf uimsd s

a result affsthe mhmatgetrbatare generall ytagents whc
cliemtkker than principa¥PEhemhoagaviatgéoamohamsebd
budto madte direct hewmAe,yr sduscshe oafrheamr g@dmwd no md

client]l acThadsmds nott me amnfitheaftrydnsei al stability
Actual emeamket s how t Hiabtes aefvee nf pmedgsg eaovuflddn atnrc i al s ys
instabFIl ekghpolneey mar ket nhutsrtiagdyp afrukneds r siprt i o n
2008 d accel R2D09d ftimaBm&fitahle tc,r ihseidsde r mu €d pLona g
Managésthani 9 28 al s o tdletnltoen sttrraantseinf & ® mo n ceafne ven't
broadly affect the fun¥tioning of the financial

ThEi nanci al S thatbiifleietays sBeota rndasntarguecnteunrta | v ul ner abil
could present fsi.n dltheeisael vsutlanbeirtpibiigdiittli ehme ss mgd awhd e
within i1inv,opematnito nfailn drsu s lkdsetameds scechh d d aenndtiedsii w n s
lending activities PThiassaséemmpampgleensonenyd funds.
mar ket mutual funds, —HDOFsi,l | acmsodntdaftxwtse abldhggectde d e ndi n g
managememtct ur al antdi meaxatbadti vmd swh ia dlicladiisdes &
financial stability concerns

¥Daniel K. Tarullo, Federal Reseve, “Regulating Systemic R
https://www.federalreserve.gov/newsevents/speech/tarullo20110331kdrtother discussion of systemic risk

definitions, see IMFContagion Risk in the InternationBlanking System and Implications for London as a Global

Financial Centey Working Paper nd7/74 April 2007, at
https://www.imf.org/en/Publications/WP/Issues/2016/12/31/ContaBisk-in-the-InternationalBanking Systemand
Implicationsfor-LondonAs-a-Globat20577a nd Federal Reserve Bank of New York, “L
AssessingContagion Risk in a Financial Netwgtk J une 24, 2019, at
https://libertystreeteconomics.newyorkfed.org/2019/06/assessimggionrisk-in-a-financiaknetwork.html

135 Financial Stability BoardPolicy Recommendations to Address Structural Vulnerabilities from Asset Management
Activities January 12, 2017, https://www.fsb.org/wgcontent/uploads/FSBolicy-Recommendationrsn-Asset
ManagementtructuralVulnerabilities.pdf

BBFor mor e AssatMandgement Risks and Regulation Compared to Bank@ngon of this repart

B'The President’ s Wor ki n gledgerFundspLeverage Fandrthe hessons bfd@ém r k e t s
Capital Managementpril 28, 1999, ahttps://www.cftc.gov/sites/default/files/tm/tmhedgefundreport.htm

138 Financial Stability BoardPolicy Recommendations to Address Structural Vulnerabilities from Asset Management
Activities January 12, 2017, https://www.fsb.org/wgontent/uploads/FSBolicy-Recommendationsn-Asset
ManagemenstructuralVulnerabilities.pdf
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Money Market Mitual Funds

Money mar ket mutual funds ( MMfFasn)a greenpernets einntd uosnter yc
has gener artiesdk siyssstucensi tcu MMFhfauta dien vvteet mi che Bth or t
secu,siutcihesas U. Sorc Tmeneas vi(m | bpgraprewdr aPBe cdacubste)

MMF s nvest-qual ihtityehr m hdoerbtti nsveecsu roirtsi egse,ne@s af by regar
alternativeseveon btalmckyngbtmpef cidtes al 1y i ndLri&«e 1ike 1
t he s loa rheewsrit wafy, MM ndhagesenatté éitm net a(sNAM) value
meaning siesllagstesonthbuancdp atrto s haref waduassofss menus
liabilities.

S o aMME, h o wepveesratme wh af tf etrheannt Imyo st ot BBepr cmudtiwal 1fyyn
s ome MNHs t os tkadbAPe Salt. 00 pepayhage diwdldeamdsi ass t he
and taeeevbmore closely mimicliisgttalbd ¢f NgAWures of
bel ow whhli.cOhO ,r arietl yi so csouifddb t hla¢ £ @S ebput cekmb e r 15,
2008, hman Br ot hef sl ¢hdalnflkormugpFthedinwadMME Rbeseer ve
Primar,prBbBladthe buck when 1wsi tihtahgee adfeffbet]l li stsou edd7 |
Le hman B*%Tohtihse resvieedd dm igmreragyt pdaenaelkertatred the 20
209 i nanc Ul tcirmastiesl.y the Treasury dregeamrdcynent i nt
guarantee MFognambhotwa¥asddres® the crises.

MMFs thus befamenei khowtbemohstyacbagethegradpye
susceptible to suddehaicamase rdd &d mfedantm ofinu idniu msgh)o r t
mar kMMFss are vulnerable to runs because sharehol
shares beforerethsra ¢er whepotuslodh € ¢ o ta d des fund
this chenchPhE@muIMMEt ¢ di 10elsO0 iammmd2 Rdatghiats t it ut i onal
municipal apdiMMFsst iftluotaito ntahlei r NAVY BSE&m stable v:
pr o vdindeew otl s tMF st chagr ddsl 1 o wion gi niphoesne fees taamd redemp
di scourage runs.

Policy discussionsrreon,s icosnpade duditlelesh e MR&SNAY 0 M4

s hould ohbotsitnagb Igee neoatroger d negamglr aststiramcktdr i nt er e s
exammlCeo,n stumer FinancilalMdrhlbbdtcse Rmdt(SCatphpiiitina Act o f
woud adquheetSoEeCver se thodafclkketwmbhg NAV f MFst he aff e
Af 1l oat irmegfsIiNesAaVotr ¢ t babcotsmmakl k et val WPeopdibehtevendhe
floaticongl NrAVdbuymeve’si neenti ve 1in driusnt rbees¢sdends emaorfk e t s
di fference beamwdenhetathilwv@a duulelNoerwst t o under st and
prio¥gements and manle(3ftlhhe momeliiomit guarantee o
l ostshersou gh stthaabtllee awdal lduoe euxnpre ecatolafit sistiir®pept oyn e n t s

139 CRS In Focus IF11320Joney Market Mutual Funds: A Financial Stability Case StiyyEva Su
14017 C.F.R. §270.23.
MSEC, “Fast Ans wer s : hips/aveny.sedfowakswers/nffmntkichs , > at

“2The Deal Bo-Mhr k& MoHRegd ¢ BTtheMew YorkiTimeSemembek 17,°2008, at
https://dealbook.nytimes.com/2008/09/17/monegrketfund-sayscustomerscouldlose money.

“Wpresident’ s Working Ooneyharket RundFReform Optigr@ctobend10,kate t s |,
https://www.treasury.gov/presenter/presseleases/Documents/10.21%20PWG%20Report%20Final.pdf

144 For more information, seERS Report R4341& osts of Government Interventions in Response tBittancial
Crisis: A Retrospectiveby Baird Webel and Marc Labonte

4517 C.F.R. §§230, 293, 270, 274, and 279; and SEC final ru
PF, ” Oct ob chttps:ivdvw.se2.gov/rdles/finalt2014/3616.pdf
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belthfakoating NAV dosuen otf ¢ mHvoers taodpasnepfllee,e i n g
acade ms eaarrtodhe d sl utBhaarto MME s t hai metf et tbiowmagt i ng

NAV did not e x preerdiuecnrciea nspirgohpi efni scintnyna *Klent di stress
addition, apraoagi NAWgr d Joiaredoceat cudadcowmt itngne and
disclreslmrteed busin¥Opp mowadrt s ¢ hveog eypnoei ndte ctloi ne o f
affecMMFesdi nce tahs amr foaxsmmpil eMbodmatMkatt may create
wor kcianpgs h @ t t abguessi anfedsrsmu a p e i p8Qtomesr.s b e g utehsee h a t

MMF r elfaosr nbwelelmp 1 e nseinntceed Octidabema k21 6 ense to st ud:;
e f f e c tainvde ni enfpsatclt eb erfeofosaersm d k a 'Y g s

Stress Testing for Asset Management Firms

Stress testing generally refers to a forwdobking quantitative evaluation of the impact of stressful economic
financial market conditions. As part of the broader legislative response to the-2009 finandil crisis, the Dodéd
Frank Act requires regulators to establish stress tests for banks and certain asset management firms. The §
responsible for establishing stress testing methodologies for brdkealers, registered investment companies, 8
registeed investment advisers with $10 billion or more in total consolidated assets. The stresategts
include baseline, adverse, and severely adverse scenarios, and the results of the stress testing must be rej
the SEC and the Federal Reserve Board

As part of he SEG V M@ reform, MMFs arerequired to testtheir abiliiesto maintain weekly ligid assets
of at least 109and to minimize principal volatility in responsedeveral SE@efinedhypothetical stress scenario
including (1) increases in the level of shetérm interest rates, (2) the downgrade or default of particular
portfolio security positions, and (3) the widening of spreads in various settors

The SEC has not yet implemented the DeBrhnkAct stresstesting requirements for asset managers. A 2017
TreasuryDepartmentreport states that the Treasury does not support the use of banking sector prudential s
testing on investment advisers and investment compaeeausehe MMF reform stress testing requirements
areDG\ "VDWLVI\ WKH VEUDQW RAW WKHW B BBV 1WIh e\ LEEhIChhbrdsX, ltheé H P
Alleviating Stress Test Burden to Help Investors Act (H.R. 3987) would exempt nonbanks from certain Dod
Frank stress test requirementShere are ale others who support stress tests as an important systemic risk
mitigation tool.

18\We find that the stable/accumulating distinction explains none of theseotisnal variation in the run rate
among t h eGordonfleffrey N. antd Gandia, Christophi&pneyMarket Funds Run Risk: Will Floating Net
Asset Value Fix the Problef? Ma r ¢ h Cdlumbi2Busingss Law Revigathttps://ssrn.com/abstract=2134995

147 BlackRock,U.S. Money Market Fund Refim: Assessing the Impactune 2018, at
https://www.blackrock.com/cash/literature/whitepaper/viewpagtmmf-reformassessigrthe-impactjanuary
2018.pdf

1481J.S. Chamber of Commergdegloney Market Funds Helping Businesses Manage Cash, Elow
https://www.centerforcapitaarkets.com/wgontent/uploads/2013/08/17003_CCMNuney-Market.pdf

149 BlackRock,U.S. Money Market Fund Reform: Assessing the Imphote 2018, at
https://www.blackrock.com/cash/literature/whitepaper/viewpasinmf-reform-assessinghe-impactjanuary
2018.pdf

1505ee SECif n a 1 Money Matket Fund Reform; Amendmentsto FormPF July 23, 2014, p. 553,
https://www.sec.gov/rules/final/2014/3%16.pdf and “SEC Adopts Money Market Fund Re
release, July 23, 2014, lettps://www.sec.gov/news/presslease/201443 For examples of applying the scenarios,

see Jeremy Berkowitz “Money MarketaMotrtywaReFundsmefStseds NTe
Economics Research Associates (NERA), July 14, 2018tp://corpgov.law.harvard.edu/2015/07/14/menerket
mutuatfundsstresstestingnewregulatoryrequirements/

151U.S. Department of the Treasu#y Financial Systemhat Creates Economic Opportunities Capital Markets
October 2017, dittps://www.treasury.gov/presenter/presseleases/Doauents/AFinanciatSystemCapital
MarketsFINAL -FINAL.pdf.
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Ex c halirgeded Funds

Some commentators have als o arrigsuke dc Bthhheaetr a8 EFs r a i
majority of all ETF as s ebtass eadr;e tphausss iivnevleys tnoarnsa goefd
high growth in ETFs as one of the drhievirreg ofrdr ce s
discusses in thWipheVWUiBusETEstaonounting for mor
under manag% mefntalaln dU.33. equity saaldd ngnd od emmmtei n
growth give rise to fthancial stability consider

The key-rsiysskt eimiscue surroundilifXLGeWWR gMPIDBMAEKY 1 nv o
mi smgetakpel hys to a Edbptirwaudl pnadofpfbemrysicn gre t ha
and selling tahfetnditeesel atnothe portfolio asset
di fit etr steheen t wé ok eeahmpl e, if t me TR hsalma rtehse t r ad
underlying portfolio ETFthedwdlidgbe ofd btgouikdi oy o
mi s ma°iScohme hrgud itqui dity mi smatch could amplify
trigger fire sales that of umarhlkeat dongpncdpisttthreommsss.¢ t pr
hawe glthat 11iquidity EpfiFd wiuscitmm erhdiasmamhifEi tt hev e ,

liquidity is at least as™Qtrheeart caosmntehnatta toofr si thsa vuen
t hmdt all &Ef&Fd aqeabreThe “pniaayiom’li Inldaerxd ¢ IEiITFg ar e
pr
h i

]
[

1

oducts that ar ¢lowe mhserrdee tiesd alloswe ra rgirsokwi ng s ubs

g-hies k Eil&sso utrhgaete e bacer n. To add to the confusi
not currently have a ccolnesdirsftfeenbte intvdieteitneg ypes vedt i o
pr oducatrse thhiafther ri sk

On Sept e mbcdcrS E2€b6s,t a2bdl 1i%s,cdhmtp r e he ns i vfeo rl iEsTtlFign g st a n d
Prior,prostpleatt § seygfEilfnhth pempproved by the SEC un
exemption to the ILThhve shtEnbe natp pG oonvpaal ms ypnrdoccteisdsu arle p 1 a
exemptive orders wwvahidlai EFFes.rThe fipprpheahnexc
risTkFsE and mandates mnew discl ebsausreeds aanndd aoctthievre lcyo 1
managed® ETFs

Leveraged Lending

veraged lending, al s,0 irse ffeirmandc itnog ama d e vteoar abgeeld
ade compampawiitehy erdaitti ng b/eBapaw3 BBBch tend to be
deLederaged |l ending r etcheei vreede iigitiesb ntasmnei rbgesc a u's e
veMageeveldh@gans are syndicated, meaning that a |
cludmagagesst collectivdhy chbmtndasa diongl ¢ rladnt

152iSharesjShares P18 ETF and Derivatives Guidathttps://www.ishares.comstesourceshstitutionatinvestors/
etf-derivativesguide

153 For more details, seé@RS Report R4531&xchangeTraded Funds (ETFs): Issues for CongressEva Su

154 Ananth MadhavarExchangeTraded Funds and the New ymics of InvestingDxford University Press, 2016.
155 |pid.

156 SEC Rule 6€11, athttps://www.sec.gov/rules/final/2019/3®695.pdf

157 Securities Industry and Financial Markets Associatidh I F MA&veraged Lending FAQ & Fact Sheet  a t
https://www.sifma.org/resources/research/leverdgadingfag-fact-sheet/ For a more detailed definition, see Eral
Reserve, FDIC, and OCGyteragency Guidance on Leveraged LendiMgrch 21, 2013, at
https://www.federalreserve.gov/supervisionreg/srletters/sr1303al.pdf
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held by a'™Somgleebuahktors ¢ omsailnkeermesrygnidnige arteegdu 11ao
gray area that is not full yr eogvuel'fdsteoerns .by eit her b

Leveraged loans genthahlogtperstbetrmbsignhveohlewned 5 k g
riskier borfewdnmnd adwwvedkdiimar s g(wianrddiscaavteadk by
“covenpamrde 1 a twe s k1l g a p alboialni trieepsa yfnoern t , indicated by

to earnings before interest, t'%Ixu, r idnegp rtehcei aptaisotn a
decade, the U.S.cekxpevrerapeddpboewthmarHlHeteriorating
decreasendt rececappraylnel)Ht iHoswe (v earmo utnhte otfo tlaclver aged 1 o
outstanding remained relatively 1 &e ap aroumd $I
90% of the leveraged 1oan pr®iMnaruya Il mafruknedts iamwe shtea
funds held 21% and 5% of leveragedsHaowdas hen 2017
mar knet e t hianbged webh 20%°bn atmidad®06107% of U. S. l evera
loans are packaged 1nt oacao ltlyaptee roafl iszterdu cltouarne do belrie
(CL®CLOs are then sold to institutional investor
ot her s, with thasassyethomhadnmge mehret riimkier CLO tr
t he Hhiugheirt y*Mu o ma thaenfdu nodt her i nsheod dmenwtr evehiaanl & 09
CLO¥.
Table 4.U.S. Leveraged Loan Risk Characteristics

U.S. Leveraged Loan Market Characteristics 2007 2018
Outstanding Leveraged Loanskfions) $554 $1,147
U.S. Issuance (percent of global issuance) 66.9% 75.8%

8BoardofGovernors of t he FSyndicated LoanfPertfolios of Einaiscialdnstitutipns “a t
https://www.federalreservgov/releases/efa/efarojectsyndicatedoan-portfolios-of-financiatinstitutions.htm

™Lisa Lee, “Leveraged Loan Risks May R®8lgombergdpriFli,nanci al Reg
2019, athttps://www.bgov.com/core/news/#l/articles/PQ4HZD6J1JUZ
The “covenant lite” loans are lending contracts that lack

covenant clause in a syndicated loan contract éylgicequires the borrower to pass regular financial fitness tests.

Because the financial industry considers loan covenants a major device by which lenders can monitor loan repayment
performance, many see this rise in coveridmtiending as evidenceofbe c 1 i ne in c¢credit standards. ”
“Me as ur-Lnge CBederdt Resetve Bank of Philadelph2918, ahttps://www.philadelphiafed.org/
/media/researchnddata/publications/bankinggends/2018/btov_lite.pdf?la=en

161 Nonbanks generally include asset managers, insurance companies, pension funds, andadgpesitory financial
intermediariesPrimary marketefers to the market where a financial instrument is first created. Secondary market
refers to the market where these instruments are traded. Data from IMF, Global Financial Stability Report, April 2019.

162|MF, Vulnerabilities in a Maturing Credit Cyclépril, 2019, at
https://www.imf.org/en/Publications/GFSR/Issues/2019/03/27/GiBlrelncial Stability-ReportApril -2019

163 | bid.

164To redistribute the credit risk, collateralized loan obligations (CLOs) pool leveraged loans together in a portfolio and
restructure the pool into different credit tranchéisnknown as senior, mezzanine, and equity tranches, in order from
highest to lavest payment priority, credit quality, and credit ratifigrough this process, risks of the portfolio of loans

are often redistributed to lower tranches and new-highlitrating CLOs are formed out of the belinwestment

grade pools of leveraged loassats. For more details, see National Association of Insurance Commissioners,
Collateralized Loan Obligations Primgathttps://www.naic.org/capital_markets_archive/primer_2808df

165 According to the Federal Reserve, as of ya@t 2018, most U.S. CLOs are issued out of the Cayman Islands ($457
billion or 74%). Of these issuances, 27% or $94 billion are held by mutual funds and other investment vehicles. Emily
Liuand TimScmidt-Ei s enl ohr , “Who OwnFEDENofesJulyC1R,Q01%, atc ur i t i es ?7”
https://www.federalreserve.gov/econres/notes/aates/wheownsus-clo-securities20190719.htm
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U.S. Leveraged Loan Market Characteristics 2007 2018
Covenant Quality Index 2.6 41
Covenant Lite Share (percent of new issuance) 29.2% 84. 7%
Total Debt/EBITDA(times) 4.9 53

Source: IMF,Global Financial Stability Repofpril 2019.

Notes: EBITDA = earnings before interest, tax, depreciation and amortization. Covenant = certain credit
agreements that serve as a measurement of the degree of investor proteétioigher covenant quality index
score denotes weaker covenant quality.

Mul tfiipdaencial regulators and Members of Congress
l odmiss ks and implicat®Hawe ftohre ofiome st @inalgssethabiicl i t
that leveraged loans are resitfient and stable, ¢

leveraged lending raises 4 heafioddpwofigpolicy 1ss

1T ODUNRPWFLWYV er age,d plaerntdiicnugl ar 1l y tlhiet ei nlcoraenass,e o f ¢
coupleswhtpaphreiakive ,1 apook emft itarladnys paraedncnyg t o
unexpechelddys hssgandhehoéc K dhEGiEhtl issy sutneend e a r ,
as discussed bel ow, tahcer odsesg rtehee tfiop nvhhdicciha 1c osnytsat ge
result from this.

T /LTXLGLW)\ PRuVPIDiWFKf menadts e a sxyi te nt thrry uvagrhd dea i |y
redemptnonmnadiyng, whereaswhieokrageldd l vamse as
underlying ftssadé¢sihbdDrackipneltsodnigyedastiddeat ufle s
of leveragmprdo thpotalehda i hoaftaat he SEC t o caution that
should be aware of®their relative illiquiditey.

T 7KH ORDQ VI\QGLFDWLRQ SURFH&V eDQG tHIGH bDah RY bWl W ¥ L JWKMi a
syndicated by gkroupseoformstinatltudnng asset ma
regulators and researchers worry that certain
other financial produ®ts like bonds and bank |1

T &SROQWDIJLRQ@GUL¥Y¥M the leveshnzgedahdasmnmeanket c o mp
exphnatve argued that leveraged demtdd gigomaises ¢
However, ma st 1iewe aargee s ol nobaannsk s , with the asset
industry holding totsaigmiafkipd s mtd erpegsusieto,n o f

commentators diavectarfgufeadamihbdv ¢wasmled 1l oragies] y
stop at the 1nvestor level, instead of being m
system HY¥hba@fkairman of the Federal Reserve, f

66] ¢ s s e Ha mi | tloona,n “PLeervielr algeenda nds Act i o n BldomberglApildlhhi n, Key Sen:
2019, athttps://www.bgov.com/core/news/érticles/PPTEEO6KLVRA n d  “Rikk @otporate Lending Hazard

Ri sing, Ba n kBloomhkengdanhuary 252019, at”

https://www.bgov.com/core/news/#!/articles/PLWEBP6VDKHT

167 Comments from Dwight Scot§enior Managing Director of Blackstone and President of GSO Capital PartnérsD o

Leveraged Loans Pose a Fihanciad imesFebsuary 1l1e2019,atS. Ec on o my ? ”
https://www.ft.com/content/ae5031:220211e992227024d72222hc

8Ben Bain, “SEC Chief to Mutual F Bloainberghprie9s201®ras : Be ware of
https://www.bgov.com/core/news/#!/articles/PPPNE86K50XS

%Lisa Lee, “Leveraged Loan Risks May R®8IgombergdpriFl,nanci al Reg
2019, atttps://lwww.bgov.com/core/news/#!/articles/PQ4HZD6JIJUZ

"Federal Reserve Chair man Jseeitdsmkint®Pthewiskd that existea beforethe hat “we do
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while leveraged 1 oan“dferhmdts ca ppaner ctom cpmrease ntt hme
financiaf stability

1T 'DWD 8D 3men al y satrsglthhaavtleatclher @ f 1 a baltei oimn flt@htrmo u g h
collectiownCanbdo Isdhispgismgleant ed the industry and t
moni troirsiknsg eiwme rtahgee d 1'®nding market

I nve Ptootrect i on

Investors partotteemeptti otno pr e vieamntmadineppoaprstkaben bein
exposur eaqgf ciomtfadbiuestitv,e. Thoadsenectt cempadi acyssdedbates
conceirmveaisgcees s t o fpundv adtsga afdhsossdusta gieao ¢ i ng o f

cl st to.c ks

De f i Miicergr edintved™ or
Some pr i vat ani ff tantdcdr ceadriet 8lda ilnivneisttaotrison t hat has ge

about which categories of 1 nAmsitmdisv ischwaull dc abne ¢u
an accredihedotihywkesdoweed imn $200, 000 (or $300, 00
spouse) in annual gross income during each of th
to earn a gross 1ncome abgpowe (t2h)a th atsh rae snheot] dwoirnt ht
t han §$ 1 emitlhleirom ]l one or together wiptrhi nearsypouse),
resi ddmod.itutions can also qualify as accreditec
in aAmember of regulated entitieasnd sruecghi satse rbeadh k s
investment companies, automatically qualify as a
Someomme nt ator ¢di he ¥ys8 EeCxi sting rules for deter mini
stadmnmnigntghat 1incomethdndrndteria theairnvasttdre sedhitsi t
Thes e ccomittteinodts urlme s r edi ted invest-amddaefideirti on 1 s
inclusive, capturing wealthy but unsop-histicated
informed bultnladgi wmdddtuleentt.rend of private secur
public offodbrsicmgsegrne @nmmeunts uecgqmagl access to invest.:
opport urtihdeii wesr sainfdi c at i cocna thiemg fc api sfawbocmh fanlohs s t he
public and priva€emmenpnaiotreshand fdoadshdda ngly di

financial crisis which were more risks to the financial system as such. Most of this risk is now held irbaseket

vehicles which have stable fundingot all of it but most of it is held in that #ds really for us- and macroeconomic

risk-and we c¢all e d-wiet lookingtharchahtidosewehicleseand assuring that they do have stable

funding as we believe they do forthe mostpjart.Se nat e Banking, Hous iThegSemianmudl Ur ban Af
Monetary Policy Report to the Congredsly 11, 2019, dtttps://www.banking.senate.gov/hearings/07/08/2019/the
semiamualmonetarypolicy-reportto-the-congres&nd Bloomberg transcript at
https://www.bgov.com/core/news/#!/articles/PUI1FO8IMDCO

Mjesse Hamilton, “Levé&€ragdhdd The edi ng FRlodmb&hMay 2ls2@18,atS a y s , 7
https://www.bloomberglaw.com/document/X7ARN6TK000080d Federal Reserve Chairman Jerome Powell speech,
“BusinessuDePynamidc OFinancial System,” May 20, 2019, at
https://www.federalreserve.gov/newsevents/speech/powell20190520a.htm

172victoria IvashinaEmerging Threats to Stability:aDsidering the Systematic Risk of leveraged Lendinge 4,
2019, atttps://financialservices.house.gov/uploadedfiles/HHr€bal5wstateivashinav-20190604. pdf

173 For more policy discussions, sERS In Focus IF11278ccredited Investor Definition and Private Securities
Markets by Eva Su

174 SEC,Updated Investor Bulletin: Accredited Inveis, January 31, 2019, https://www.investor.gov/additional
resources/newalerts/alertsbulletins/updatednvestorbulletin-accreditedinvestors
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accreditadf i miv@adcocoorutinot d if wowridtula [fsi nancial training
demonstrated f,(Rdlnlcawmli eweprefroioesnateo nmps k ene n't
oppor tumietxipdshd the eligiblien actcherd uwagscttmitms t or
limit®tions.

Voting of Proxy Shares

Proxy voting represents another i1issuasiedvol ving
signi fAs sehcmanfgdns i htasyoetdeu ttithas ptrhoei r publ i ¢ ¢ o my
votingomhaire'behtd’8bdme assedumanamgeatsipomd X y
reseaprcohx t oadvwh © rogtahfeirrsmdsoe tihoensbeo ufGuennacnte nt at or s
have identifaolidcpi muenbhesr np® P %,y e milnggd )
stewarwlsdtalpesret managers and proxy adoliis"emtys fir ms
best intmadedwsmahceyt her the act walr rWahtethegpac s anbul
critically ipmpooxryt avamoif tdeegctakhet e at e giscpdblecltyon
tradedieompdm addrtes sSEGeisses usd uae sicnpgnbé pc rel eas
feedback on the 'WFhex yB & satlesno ihne 12d0 dmda. 1 d i pt e s s oun
the proxympsocessentl¥y® in November 2018

Fund Disclosure

Ensuring full and fair disclosure of material 1in
seurities 1| aws. ToSPEC€Comos cec dah e 8 ime sg batflosi, n it thieat i ve
i mprtohvee i nvestor experience by updating the des:i
For exfmptelongsdamat a,ga dpdopdticSdy-CRm 1 d u 3t Ge 220 1l o w
certain investment funds to transmif shareholder
Supporteulse ofoitrhti st o its environmental and econo
$2 billion 1 g¢aevairn g% noivoedrn trarl’ses b ppohewti £ ellac®ncer ns
ovehe usefulness oefl cdelrelcyt raomd cr mrareyapld rataskv efsodroo e sss wth
familiarity "WihtS$hE Ct hceo nltnitneurerse ttomm stchatk £ melmlmbbdiie i np u |
retatil investoacladpagi espheae scphod tdwe s easn,ed p andtitheser,rt i s i n g
types of¥disclosure

176 SEC,Proxy Voting: Proxy Voting Responsibilities of Investment Advisers and Availability of Exemptions from the
Proxy Rules for Proxy Advisory FirmStaff Legal Bulletin No. 20, July 2014, at
https://www.sec.gov/interps/legal/cfslb20.htm

177 SEC,Concept Release on The U.S. Proxy Sysaéhttps://www.sec.gov/rules/osept/2010/3462495.pdf
178 SEC,November 15, 2018: Roundtable on the Proxy Proasstps://www.sec.gov/proxyoundtable2018
17917 C.F.R. 8800, 230, 239, 240, 249, 270, and 274.

®paveMicha 1 s, “Return to Sender: Mu tWahStreeFlomndlJuRes 2018,ats Wi 11 Go
https://www.wsj.com/articles/seapprovespaperlessnutuatfund-reports1528205042
BIBuyrton Eller, “SEC Paperless Man dhetHdl Februdya3d2018,datt a for Rur al

https://thehill.com/opinion/finance/37202&cpaperlessnandatea-bad deatfor-ruratelderly-investors

182 SEC,Request for Comment on Fund Retail Investor Experience and Disgl@suaber 31, 2018, at
https://www.sec.gov/rules/other/2018/368503.pdf
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Finanuoumavation

Financial innovattihba d4ds$s amn mase ghemdenltpoaprmednots t r y
Innovataiippeelsacd r e gubateoer ¢ylipwhceltnhekirtangehnol ogies and
practioesghaweufoffriciently served by2)Yhkbwexisting
regul at or yaaichaitnckhweo gk a thawsfi ne s s , sra ge | 'r'fasnkd)y s a me
B3) hepwotect 1inwhdantdemun owibhtihsoustexcptlpaoitniscy chall enge
invol ving these general 1issues.

Digital Asset Custody
Di g tatsaslet cust ody Irasg urlaadtecenrntytliyo m.t sGmeedmdlteh 8 S EC

custodians of client assets must abide by certai
from the possibility of rblewdamsg dleovsstl opre dmifsoap grthep nt
asset management 1 nmmkwmstist i mba e toefa ppithbylsai ctanla t k m
existence ,anddhdreeuwclod dpionsge ufiogudisgdefttvd ¢ hg e s
tangible rkoprr cesxelindhpalfei foanh d dsscsoemymon phdisetr i c e

f oewst hsea f e g mogprrdi v a t8P rki evyast .eu rkieqyws e sanrsusmibgem e d

mat he ma tdiicgailtlayt atmos &4 e t T oonwfnierzns hiap sing questions ab
nat ufposcfan@omiorfola difital asset

A Marche?2AXbrbo9m tthe diSHEG@ t a h d assosleigcutt]l i ¢ i npht regard
custody of®dngt hehlel aSsEsCe tssu.mma r ipzoeldi scajiumwvsmber n g f
the custody, of ndtihged i vhibs tasfsleutse d | edtgerrdaeacthdol og
ownership, the use of public tamdspreirvadtieggicdrajlptacsg
ability to dlodsttgrtabragseetoyverthe generally anony
transactions, auandidt 6 heex atmhi enti Indgn ¢gDelgTi fanl asset s .
Congressional hearings hagv¢adl af¥saddcassodyt he i

Nonfinancial Technology Platfor ms

A second recent devel opment in financial technol

invol ves the ieanlt rtye cohfn onloongfyi npalnact f or ms ¥ nt o t he f

Large t odhsmscdidhmpays on, Facebook, and Wbeerrvihawe all

BWEuropean Central Bank, “Digital Na(t)ive? Fintechs and th
https://www.bankingsupervision.europa.eu/press/speeches/date/2017/html/se170327_1.en.html

184 Debevoise & Plimpton LLPCustody of Digital Assets: Centralized Safekeeping of Decentralized Assets under the
Investment Advisers Ad@ecember 17, 201&t
https://www.debevoise.com/~/media/files/insights/publications/2018/12/20181217_custody_of_digital_assets.pdf
185 Fidelity Digital AssetsCustody in the Age of Digital Asse@ctober 2018, at
https://www.fidelitydigitalassets.com/bipublic/060_www_fidelity_com/documents/FDAS/custeidythe-age of-
digital-assets.pdf

BSEC, “Enga®iVPg Cas tNadnal Practices and Digital Assets,” Ma
https://www.sec.gov/investment/nalvp-and custodydigital-asset€31219206
187 hid.

188.S. Congress, Senate Committee on Banking, Housing, and Urban Affarajning Regulatory Frameworks for
Digital Currencies and BlockchajiHearings, 118 Cong., ' sess. July 30, 2019 (Washington, DC: GPO, 2019).

189|tay Goldstein and Andrew KarolyiF ¥ nt e c h: What > s REKnowledge@WhartgWtarcht12,s Hy p e
2019, athttps://krowledge.wharton.upenn.edu/article/fintech
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rations as potentiads smampe tiimedoutPAIrdayhd ugar t ner s
s ¢ ailnen oovha stihainst been br oadlliyk Vetlitedl Eaonadmemirce e
um predict itrtghte @mlbatlfidryms oo fefnhegrage with differ
m a single channel willrlithel debdovemyg tofe fd mm
vi ' eecshn 6 1 chgayve t he pot eams smain atg @ medinmgsrturpyt tthhreo u g
1tal asset transactions, r ob o oadduwvcits ory ser vic
tributi8hnv e st ensrecthteurasstahragt Ama z on,usfeort heex a mp |
itbyamfnd and di stoilbeoean nsremmslga hnali st butor of
infl aebgopll aotff or ms has already been realized
mpnlte ,FiAnmamca fafli | i at e—nwafn aAg ei sb d¢sbhak aGinghowdipd h
milliomtAlirpaypfusthes fmongset P'Thibaeindnsy of
hnodmpanies into financial seaeditcest hadseses a
mpamawsr, their control over user data, and pe

O T N0 0w O
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Facebools I[Elllfkke Characteristics

Facebook itse cchmaomdgogtaymd es t hat have expressed 1ntc
services. In June 2019, the social media company
cryptocurrenayreaklaedi bnbtaat has Agat threaacrtiendz c o n g
addragsthe issue, several Me mboefrfsiacbidaul3ohgwe ss qu
Libra should be regulated and whetahne rETTIR meets t
among ictsiP@Sesme commentators have arghked blat beca
reserve assets that certain authorized sellers ¢
operational structure 1is similar to thatd of ETFs
redempti Mliphdaghdd ¢ kaccikawllse dged that Libra uses

190 For example, Facebook is reportedly planning on a cryptocuntesssd payment system, see Wolfie Zhao,

“Facebook to Roll Out ° Gl o BoindeskMay®4,200% at pt ocurrency in 2020
https://www.coindesk.com/facebodg-roll-out-globalcoincryptocurrencyin-202Greport
says?utm_soue=BlockchainBites&utm_medium=Email&utm_campaign=2@B24; Amazon is reportedly

providing multiple financial services offerings, see Kevin
S e r v iAmerisan BankerMarch 18, 2018, dtttps://www.americanbanker.com/slideshow/kamazoris-shaking
up-financiatservicesand Uber offers financial services payment solutions, see Uber SECSFban
https://www.sec.gov/Archives/edgar/data/1543151/000119312519103850/d647752ds1.htm

91World Economic ForumBeyond Fintech: A Pragmatic Assessmenb@fuptive Potential In Financial Services
August 2017, abttp://www3.weforum.org/docs/Beyond_Finteeh_
_A Pragmatic_Asessment_of_Disruptive_Potential_in_Financial_Services.pdf

Digital assets, often referred to as crypto assets, a mo
made possible by cryptography and blockchain, such as currency, commodity, security, or derivative on a commaodity

CRS In Focus IF11004&inancial Innovation: Digital Assets and Initial Coin Offerindsy Eva Su

19 Bailey Lipschultz “Could AmazoandghaBer Yo uei MBloombergguwy®P4 20I8hi nk So, ”
at https://www.bloomberg.com/news/articles/2608 24/couldamazormanageyour-moneybernsteiranalyststhink-

sa

¥Stella Xie, “More than a Third of OMailStreetJowrnaMarchk I nvested i
27, 2019, ahttps://www.wsj.com/articles/morthana-third-of-chinais-now-investedin-one giantmutuatfund-

11553682785

195.S. House Committee on Financial Services Hearlidd PLQLQJ )DFHERRNYTV 3URSRVHG &U\SWRFXUU
Impact on Consumerfnvestors, and the American Financial System, July 17, 2019, at
https://financialservices.house.gov/calendar/eventsingle.aspx?EventID=404001

%¥pDave Nagid, “Most InterETF.comduge?2B P@9, &ti 1l ing Ever: Libra,?”
https://www.etf.com/sections/blog/mesterestingetf-filing -everlibra?nopaging=1For details on the ETF structure

and operations, s€eRS Report R4531&xchangeTraded Funds (ETFs): Issues for CongrdssEva Su
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mechanisms thattharee commiahayr maonERFaned that the c
e considered an ETF becpayme nrta tiheearh nttheammde d t o o
vestmefNWiEvbhaallefipq&sb,ul d fall ’sunodveerr stihgeh tS EaCn d
quztegalaaptporroyw al . The SEC whse trheepro rttheed 1 cyr yepvtaol cuvartrie
11 withi®® that category.

.= o
o 0B

Some Members of Congress have ’sablsia pxprgecsted opp
Me mber sHooufs e¢ hFei nancial hSeevidae sdu GactuegibhiddddsS d r a f t
%LJ THFK 2XW Rl JwQDQBEH $pWevenge technoclroegayt ifnigr ms f
digital assets intendedf teox dheamge,d wnidte l yf asc @ao wm
val¥e

Conclusion

The -masmnagement 1i,chbunsptlregsmd sr hadgby a host of inte
regubmrtiimanri ly oveTbeenmnndbysthy BEL.undergone a n
inclgudincreases in its sizeofcbappgtsl imathetsecdnt
shifts away from active and toward passive 1inves
of private s Soumrei toife srhaefidfee tirmmedrst ant policy 1ssu
financliiatly ysetsatboir,a ptdloe¢ eprt a fomh a n a iteifoni.nno v a

As a genesgsrada nnmpagtetneemmptahnai gesn e r a t feidn afsetowdelril 1 1 t y

conoce ttshoame foitrhaem ctiuatli oflhdsd ts i biesc adussseg € | memaegeard d y

are agents who prorvatdlee ri ntvleaant mpemitn siepavlisc ewho 1 nv
accoBnitts . does not mean that therissBipestifycis free
struvubnet abilitrieedse, mpftoiro ne xrainspkl ea,nadmd n gguotdh ¢ty mi
vul ner,abiull idt ibeis hohbes ecr ovmetde MM ks, fETFke¢ vamaged [ endi ng
but their implications are uncertain

The -masnatge ment i neddu sbtyr ya irsa qggaevtea@fntii mwmne studre s t hat
various policy issues, including the appropriate
fund disclosure, and proxy voting. Finally, t he

potection has generated a number of i1important de
entry of technology firms into fimancial service

197U.S. House Committee on Financial Services Hearlidd PLQLQJ )DFHERRNYV 3URSRVHG &U\SWRFXUU
Impact on Consumerfnvestors, and the American Financial System, July 17, 2019, at
https://financialservices.house.gov/calendar/eventsingle.aspx?EventID=404001

¥Dave Michaels and Lalita Clozel, “8SEWalSteetgdumallhet her t o R
13, 2019, ahttps://www.wsj.com/articles/seseighswhetherto-regulatefacebookdibra-11563015601
¥House Committee on Financial Srmeceiset, ” “dTihec KesipoBidgr alftc,h

https://financialservices.house.gov/uploadedfilesill§ hr ikbigtech.pdf
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Appendix.Rel at ed CRS Products

CRS Repor &DBUWD O ®DFRXNHWAMHY 2IITHULQJV DQ® $HEDPWHG 3RC
Su

CRS Repor ([FREPQUDEHG YXQGV (7)V ,VVXHV HRWa &BQJIJUHVYV

CRS Repor t2%4ABPQGEQYHVWRU &RQPHIHBHGEH GFW +&XY¥IHWD O
ODUNHWY 3URYoLW/LRQXW a.ted by Eva Su

CRS Repor &RRYWVY4RII3*RYHUQPHQW ,QWHUYHQWLRQV $Q 5HVSRQ
S5 HWURVSHWRWIB/fdHi rd Webel and Marc Labonte

CRS In FocuGQWURFGXXFWIORQ WR )LQDQFLD®y6HWaYrLEH Y a 6\0/MWtHeP L
CRS In FocuQWURFGXRPWELRQ WR )LQDQFLDObGHUBSLEFHY u&DSLWD(

CRS In Foc$BFUHGLWHS® ,QYHVWRU "HILQLWLRQWDQF 8WLYDWH
Su

CRS In Foc8WLYMDWH BHEXULWLHYV 2I1ITHULQJV BoDFINWWMRXQ@G DQ(

CRS In Foc psQDIQFFLDO0O,QQRYDWLRQ 'LJLWMHWBQWWHWHEvRDQG ,QL
Su

CRS In Foc6@E& 6HFFRAXILAZWALHY 'LVFORVXUH %DFNJURX®G DuIQG 3R

CRS In Foc ORQH\WADEXNHVDO )XQGV $ )LOQDQFLDObGW EELAOLW\ &
Su
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